Abstract. October 30, 2009 was the first trading day of the new Growth Enterprises Market (hereinafter, GEM) in Shenzhen. With the rapid growth of GEM, the mechanism of IPO approval has attracted the attention of more and more researchers. As we know, a proper IPO approval is the precondition of the success of GEM. Therefore, we cannot emphasize the importance of impartiality and effectiveness in IPO approval process too much. Based on the considerations, this paper explores the characters of Chinese IPO approval, compares the differences between Chinese IPO approval process and others countries'. Finally, we make empirical study to test the determinants of IPO approval in China GEM. Both qualitative analysis and quantitative analysis are used in the paper.
prospectus for the traditional Chinese medicine maker. When a prospectus is approved, it means securities regulators have already verified the truthfulness of the application. Yet regulators are not motivated to investigate even when there is doubt about the prospectus. Therefore, under the current system, it is hard for regulators to be neutral. It is necessary to have an overhaul of the approval system and adopt stricter investigation procedures to protect the interests of investors. [2] The international comparison of GEM Since its creation in 1971, the NASDAQ has made its mark among financial markets and became a major driving force in our global economy. It has changed the way stocks are traded forever and has been used as a model for many subsequent exchanges around the world. The name NASDAQ stands for National Association of Securities Dealers Automated Quotations. The NASDAQ was created to increase trading in over-the-counter stocks which couldn't meet the requirements necessary to post their listings on larger exchanges such as the New York stock exchange. [3, 4] While these over-the-counter stocks used to be traded by phone and all the information on the stock had to be given by a dealer who was specialized in the stock, access to these stocks was limited to only a few individuals. The public at large had no access to these stocks and it prevented their potential for growth. The NASDAQ was founded in 1971 to allow dealers to post quotes on their stock electronically. This allowed more and more people to gain access to these stocks and gave more visibility to the stocks being traded. The success of the NASDAQ was instant and the NASDAQ started to impose its own listing requirements so they could separate the smaller over-the-counter stocks from the larger stocks. The aim was to help them compete with bigger stock exchanges around the world. [5, 6] The NASDAQ is now the biggest stock exchange by trading volume in the world. The reason why it has been able to reach that plateau in a relatively short period of time is because of the efficiency of their all electronic model. However, the New York stock exchange is still the biggest in the world by market capitalization.
The goal of the market maker is to earn the spread, or the difference between the rates where they're selling a stock to the public versus the rate where they acquire the stock from the public. Various market makers will are competing against each other on the same stocks. The competition between the various market makers in each stock is what will lower transactions costs at the end. This is one of the main reasons why the NASDAQ has gained so much in popularity since its inception. [7] The NASDAQ is viewed by many as the most efficient market place for traders. The NASDAQ is ever expanding and trying to gain more ground in overseas markets. The NASDAQ is definitely here to stay and only time will tell how high it can go.
A Study on IPO Approval in GEM
We analyze the determinants of IPO approval in China GEM based on the attributes of the regulatory body, the underwriter, the issuer, and assessed the impartiality and effectiveness of the process, and construct the basic regression model. The research model is binary logistic regression model. Table 1 shows the descriptive statistics of the variables and the comparison of the mean of the groups. Table 2 shows the results of regression analysis of factors affecting the company's approval.
Taking the characteristics of the industry assets and other factors into account, this paper uses three models for regression analysis. This paper does not take PAT and R & D into Model 1. Excluding the 12 companies without R & D spending, this paper takes the variable R&D into Model 2. In the Model 3, after deleting the sample of information, high-tech services and other industries which are usually not holding the patent, the variable PAT and R&D are taken into the Model 1 as incremental explanatory variables. From the empirical results of Table 2 , we find that reputation of underwriters, shareholdings of PE/VC, and family control of the firm are positively correlated with the possibility of passing the issuance examination. In contrast, political connections of the chairman or CEO of the firm have a negative impact on the opportunity. Other factors such as financial conditions, funding needs, number of patents, and R&D expenditures have no significant influence. Further analysis suggest that although there is no evident rent-seeking or regional discrimination in the IPO approval process, it has yet achieved the goal of selecting the most qualified startup companies in GEM. 
Conclusions
The establishment of the Second Board helps to speed up change in the pattern of economic development and the effective use of resource allocation function. It shall encourage more people to engage in innovative and entrepreneurial activities. It would therefore help to promote the Effectiveness of IPO Approval in GEM.
Summary
The paper includes five parts. The first part introduces the origin of Chinese GEM. The second part reviews the differences between Chinese IPO approval and other countries'. The third part mainly analyzes the development of the NASDAQ. The fourth part is the focal point of the whole paper, which analyzes the determinants of IPO approval in China GEM based on the attributes of the regulatory body, the underwriter, the issuer, and assesses the impartiality and effectiveness of the process. The fifth part summarizes the main research results.
